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SUB J : FURTHER INCREASES IN RATION PRICES 
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1 . THE MINISTRY OF FOOD ISSUED A PRESS NOTE ON FEBRUARY 4 ANNOUNCING 
A FURTHER INCREASE IN THE RATION SHOP PRICE OF RICE, WHEAT, EDIBLE 
OIL AND BUTTER OIL. THE NEW PRICES ARE EFFECTIVE FEBRUARY 7. THE 
PRICES IN TAKAS ARE: 

PRECEDING DEC. 20 DEC. 20 FEB. 7 PERCENT INCREASE 
RICE 60/MAUND 70/MAUND 90/MAUND 50 

WHEAT 50/MAUND 55/MAUND 70/MAUND 40 

EDIBLE OIL 8/SEER 8/SEER 12/SEER 50 

BUTTER OIL 16/SEER 16/SEER 20/SEER 25 

ONE MAUND IS EQUAL TO APPROXIMATELY 83 POUNDS; ONE SEER IS EQUAL TO 
APPROXIMATELY 2.1 POUNDS. 

2. CONVERTED TO DOLLARS PER METRIC TON THE RATION PRICES 
VERSUS WORLD MARKET PRICE ARE: 

RATION PRICE WORLD PRICE (F.O.B.) 

RICE $166 $319 

WHEAT $129 $135 

THE PRESS NOTE INCLUDED BDG ESTIMATES OF THE SUBSIDY AFTER THE NEW 
PRICES ARE EFFECTIVE. CONVERTED TO DOLLARS PER METRIC TON THE 
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BDG ESTIMATE MISSION ESTIMATE 
RICE $128 $153 

WHEAT $46 $ 6 

MISSION ESTIMATE DOES NOT INCLUDE FREIGHT TO BANGLADESH. 

3. COMMENT. WITH THIS INCREASE BDG HAS MADE GOOD ON ITS COMMITMENT 
TO THE IMF AND OTHER DONORS TO SUBSTANTIALLY DECREASE SUBSIDY ON 
RATIONED FOOD. THE BDG IS TO BE COMMENDED FOR MAKING THIS POLITICALLY 
DIFFICULT DECISION. HOWEVER, BY THE BDG'S OWN ESTIMATE A SUBSTANTIAL 
SUBSIDY BURDEN REMAINS AND THE NEW PRICES ARE NOT SUFFICIENTLY HIGH 
TO PROVIDE INCENTIVES TO FARMERS. THE CURRENT OPEN MARKET PRICE FOR 
RICE INDEPENDENCE LOW. 

4. WE CAN EXPECT NO MORE FROM THE BDG THIS FISCAL YEAR BUT MISSION 
RECOMMENDS THAT FOOD SUBSIDIES SHOULD CONTINUE TO BE MAJOR ITEM OF 
INTEREST TO ALL DONORS INCLDUDING US. 

BOSTER 
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